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An AICPA publication for the local firm

IMPROVING STAFF PRODUCTIVITY THROUGH MOTIVATION
Are today's staff members different from those of a
few years ago? Many practitioners believe they are.
In some ways the young people now joining firms
appear to be less distracted, are better organized
and have more of an idea of where they want to go
than their predecessors. Perhaps one reason is that
competition is greater and jobs are harder to get and
keep now than before the recession.
However, despite these apparent attitudinal
changes, the issue for local firms is still to hire
employees who are right for their particular prac
tice. The cost of hiring anyone is so high that firms
can’t afford to make mistakes.
Training people is expensive, too, and some firms,
particularly the smaller ones, are hiring experi
enced staff instead of recent college graduates.
There are problems with this approach since it is
often difficult to get people to make the conversion
to your firm’s methods. They tend to think that what
they learned at their first firm is still the right way.
Also, what might not have been material at a large
CPA firm might be a significant amount to one of
your clients.
Still, if you decide that hiring staff members who
have previously worked for another firm is the best
solution for you, people with one or two year’s expe
rience are probably the best bet. Look for staff
whose experience is relevant to a local firm’s needs,
such as having worked in the "small business" sec
tion of a national firm. The closer this is to your
environment, the better it will be for the firm and
the individual.
People are the only real resource a local firm has
and they should be your largest expense. Having
good talent on the staff is the only way you are going
to make money, and to get that sort of talent, you
must be willing to pay competitive salaries. Use a
professional recruiter or executive search agency if
necessary. They can be especially helpful when you
need specific skills or industry expertise.
When recruiting, grades are no longer the number

one issue. In fact, the desirability of hiring someone
with a 4.0 grade point average is questionable for
most small firms. Instead, look for other skills—
work history, managerial experience and ability to
communicate are all important. You need someone
with energy and enthusiasm, so look for signs of a
high energy level and don’t forget to check the data
if someone’s credentials look impressive.
How do you get a New Yorker to work comfortably
in Kansas? One way to make people feel at home is
to set up a buddy system. Let the younger staff
members be involved in this and answer the new
comers’ "stupid” questions—the sort of questions
they wouldn’t want to ask a partner. Keep in mind
that your present staff will have a strong impact on
newcomers during their first few weeks at your firm,
and if they don’t take to someone at the office inter
views, you probably should not hire that person.
A person’s first eight hours with your firm are the
most critical in determining whether you will have a
motivated employee or not. This is true whether the
individual has prior work experience or has been
recruited straight from college. It is important to
get off to a fast start and, in this respect, preparing
for the first day is the key.
To begin with, have assignments arranged and
make the new individuals feel they belong in the
organization and that you are interested in their
well-being. Make sure they have desks, with name
signs on them and business cards. (Most people give
away more business cards during their first week of
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employment than they do during the rest of their
careers.) As well as the previously mentioned buddy
system, an orientation checklist covering every
thing from welcome meetings with partners to
where everything is and how to operate this, that
and the other, etc., will ensure that nothing is over
looked in the effort to make people welcome.

Motivation in practice
What motivates most of us? The answer is not al
ways money; however, if the money is not enough
and individuals think they are not being rewarded,
it will become a demotivator. People are looking for
satisfiers such as recognition and advancement.
Some time must be devoted to performance eval
uation and review by objectives. Communication
with staff is an important element in this. Tell peo
ple what your expectations are, and come to an
agreement about these expectations and about billable hour requirements and involvement in the
community, etc. Have interim reviews to see what
changes have taken place and if goals are being met.
Come to a common understanding at the beginning.
Counseling with staff members is another part of
the process. People want to know how they are
doing. But don't talk in generalities. Be specific as to
where they are succeeding and where they are fail
ing. And don’t make staff accountants come to you
for these discussions. Meet them and also make sure
they receive adequate on-the-job training.
While money may not be everything when it
comes to motivating staff, people should still be
paid what they are worth. Find out what the going
rate is in your area and pay competitive salaries.
Bonuses can be a problem, however. Giving a bonus
doesn’t often result in changed performance or in
creased productivity. Worse yet, staff come to expect
it and if the amount is the same as the previous year,
people will be dissatisfied. Generally speaking,
bonuses and new business incentives do not produce
good results. What does work is treating staff mem
bers as professionals. This is what they really want.
Another way to motivate staff is to let people be
come involved in the things that interest them. Let
them grow professionally and personally and be

aware that partners are role models. Staff will learn
such skills as practice development from you. The
type of system you should try to set up is one that
will help staff define a future with your firm as
opposed to your just providing jobs. You need to be
able to distinguish between people who are just
looking for training before going into industry and
those who want to make a career with your firm.
Establishing a career path is one way to do this. (See
"Effective Management in a Small Firm” in the Jan
uary 1983 issue.)
All of your hiring decisions won’t be right and
there will be times when you have to decide what to
do about nonperforming staff. CPA firms are human
resource organizations and a few nonperformers
can drag down the productivity of the whole unit.
You must do what you are comfortable with when it
comes to terminating people but once you are sure,
don’t delay and risk upsetting the rest of the staff.
Make it clean. Give severance pay if that makes it
easier on you and try not to have individuals leave
with bad feelings. Talking it over and getting people
to agree that they are not doing well might help.
Creating the right atmosphere
When working with people, it is helpful to try to
understand their needs so that they can be stimu
lated to act in ways that produce desired results.
Even highly motivated people can be demotivated.
It is essential to maintain an atmosphere in the
firm that encourages and rewards people and does
not stifle them. This atmosphere will be reflected
first of all in the firm philosophy and by practices
and procedures that assist and show respect for
employees and offer them growth potential and re
cognition. Staff must be treated as adults, rules and
regulations kept to a minimum and applied equally
to all and lines of communication must be kept
open. Team spirit and a staff of motivated people are
some of the most important factors determining the
success of a CPA practice.
—by Donald B. Scholl
D.B. Scholl, Inc.
P.O. Box 297
Paoli, Pennsylvania 19301
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Highlights of Recent Pronouncements

FASB Statements of Financial
Accounting Standards (SFASs)
No. 79 (February 1984), Elimination of Certain Dis
closures for Business Combinations by Nonpublic
Enterprises
□ Amends APB Opinion no. 16, Business Com
binations, to eliminate the requirement for
nonpublic enterprises to disclose pro forma
results of operations for business combinations
accounted for by the purchase method.
□ Effective for financial statements for fiscal
years beginning after December 15, 1983. Ear
lier application is permitted in financial state
ments that have not previously been issued.

No. 78 (December 1983), Classification of Obliga
tions That Are Callable by the Creditor
□ Amends ARB no. 43, chapter 3A, “Current As
sets and Current Liabilities,” to specify the
balance sheet classification of obligations that,
by their terms, are or will be due on demand
within one year (or operating cycle, if longer)
from the balance sheet date. Also specifies the
classification of long-term obligations that are
or will be callable by the creditor either be
cause the debtor's violation of a provision of the
debt agreement at the balance sheet date
makes the obligation callable or because the
violation, if not cured within a specified grace
period, will make the obligation callable. Such
callable obligations are to be classified as cur
rent liabilities unless the creditor has waived
or subsequently lost the right to demand re
payment for more than one year (or operating
cycle, if longer) from the balance sheet date; or,
for long-term obligations containing a grace
period within which the debtor may cure the
violation, it is probable that the violation will
be cured within that period, thus preventing
the obligation from becoming callable.
□ Effective for financial statements for fiscal
years beginning after December 15, 1983 and
for interim accounting periods within those
fiscal years.

No. 77 (December 1983), Reporting by Transferors for
Transfers of Receivables with Recourse
□ Specifies that a transferor ordinarily should
report a sale of receivables with recourse
transaction as a sale if the transferor surren
ders its control of the future economic benefits
relating to the receivables; the transferor can
reasonably estimate its obligation under the
recourse provisions; and, the transferee cannot
return the receivables to the transferor except

pursuant to the recourse provisions. If those
conditions do not exist, the amount of proceeds
from the transfer should be reported as a
liability.
□ Requires that the transferors financial state
ments disclose the proceeds to the transferor
during each period for which an income state
ment is presented; and, if the information is
available, the balance of the receivables trans
ferred that remain uncollected at the date of
each balance sheet presented.
□ Effective for transfers made after December 31,
1983, including those made pursuant to earlier
agreements.

No. 76 (November 1983), Extinguishment of Debt
□ Amends APB Opinion no. 26, Early Extinguish
ment ofDebt, to make it apply to all extinguish
ments of debt, whether early or not, other than
those currently exempted from its scope, such
as debt conversions and troubled debt restruc
turings.
□ Specifies what shall be considered an ex
tinguishment of debt. Debt shall be considered
extinguished for financial reporting purposes
if the debtor pays the creditor and is relieved of
all its obligations with respect to the debt; the
debtor is legally released from being the pri
mary obligor under the debt either judicially
or by the creditor and it is probable that the
debtor will not be required to make future
payments with respect to that debt under any
guarantees; or, the debtor irrevocably places
cash or other assets in a trust to be used solely
for satisfying scheduled payments of both in
terest and principal of a specific obligation and
the possibility that the debtor will be required
to make future payments with respect to that
debt is remote.
□ Effective for transactions entered into after De
cember 3, 1983.
No. 75 (November 1983), Deferral of the Effective Date
of Certain Accounting Requirements for Pension
Plans of State and Local Governmental Units
□ Amends FASB Statement no. 35, Accounting
and Reporting by Defined Benefit Pension Plans,
to defer indefinitely its applicability to pen
sion plans of state and local governmental
units pending further action by the Financial
Accounting Standards Board.
□ Effective upon issuance retroactive to fiscal
years beginning after December 15, 1980.
No. 74 (August 1983), Accounting for Special Termi
nation Benefits Paid to Employees
□
Requires an employer that offers, for a short
Practicing CPA, May 1984
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period of time, special termination benefits to
employees to recognize a liability and an ex
pense when the employees accept the offer and
the amount can be reasonably estimated.
□ Applies to special termination benefits offered
after June 30, 1983. Restatement is permitted.

No. 73 (August 1983), Reporting a Change in Account
ing for Railroad Track Structures
□ Amends APB Opinion no. 20, Accounting
Changes, to specify that a change to deprecia
tion accounting from retirement-replacementbetterment accounting shall be reported by
restating financial statements of all prior peri
ods presented.
□
Effective for changes made after June 30,1983.
FASB Interpretation
No. 37 (July 1983), Accounting for Translation Adjust
ments upon Sale of Part of an Investment in a Foreign
Entity (interprets SFAS No. 52).

of balance-sheet accounts at interim dates, (2)
extending audit conclusions to the balancesheet date, and (3) coordinating the timing of
auditing procedures.
□ Related Parties—Supersedes SAS no. 6 and re
moves guidance on accounting and disclosures
now covered by FASB Statement no. 57. The
nature and extent of the auditors respon
sibilities and procedures remain unchanged.
□ Supplementary Oil and Gas Reserve Informa
tion—Technical revisions to SAS no. 33 to be
consistent with the requirements of FASB
Statement no. 69. The nature and extent of the
auditors responsibilities and procedures have
not been changed.
□ The amendments of the entire statement are
effective for periods ended after September 30,
1983.

Statement on Standards for
Accounting and Review Services

Statements on Auditing Standards
No. 47 (December 1983), Audit Risk and Materiality
in Conducting an Audit
□ Provides guidance on the auditors considera
tion of audit risk and materiality when plan
ning and performing an examination of
financial statements in accordance with gener
ally accepted auditing standards.
□ Effective for examinations of financial state
ments for periods beginning after June 30,
1984.

No. 5 (July 1982), Reporting on Compiled Financial
Statements

No. 46 (September 1983), Consideration of Omitted
Procedures After the Report Date
□ Provides guidance on the considerations and
procedures to be applied by an auditor who,
subsequent to the date of his report on audited
financial statements, concludes that one or
more auditing procedures considered neces
sary at the time of the examination in the cir
cumstances then existing were omitted from
his examination of the financial statements,
but there is no indication that those financial
statements are not fairly presented in con
formity with generally accepted accounting
principles or with another comprehensive
basis of accounting.
□
Effective as of October 31, 1983.

No. 3 (November 1982), MAS Consultations
□ Provides guidance on the application of cer
tain of the general standards set forth in
SSMAS no. 1, Definitions and Standards for
MAS Practice, to MAS consultations.
□ Establishes certain technical standards ap
plicable to MAS consultations.
□ Applies to MAS consultations occurring after
May 1, 1983.

No. 45 (August 1983), Omnibus Statement on Audit
ing Standards—1983
□ Substantive Tests Prior to the Balance-Sheet
Date—Amends SAS no. 1 and provides guid
ance on (1) factors to be considered before ap
plying principal substantive tests to the details
Practicing CPA, May 1984

□ Amends the reporting standard and example
set forth in paragraphs 14(a) and 17 of State
ment on Standards for Accounting and Review
Services no. 1.
□ Applies to periods ending on or after December
31, 1982.
Statements on Standards for
Management Advisory Services

No. 2 (November 1982), MAS Engagements
□ Provides guidance on the application of cer
tain of the standards set forth in SSMAS no. 1
to MAS engagements.
□ Discusses the nature of MAS engagements,
professional competence, planning and super
vision, sufficient relevant data, role of the prac
titioner, understanding with client, client
benefit and communication of results in MAS
engagements.
□ Applies to MAS engagements undertaken on or
after May 1, 1983.
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Marketing Tax Services to Small Businesses
Stated in the simplest of terms, there are three key
points to marketing professional services. These are
□ Client orientation. The emphasis of the entire
firm must be toward satisfying the client
rather than concentrating on the internal ac
tivities and problems of the firm.
□ Profit motivation. The primary goal of any
business enterprise is to survive. Without
profit, survival is not possible.
□ An integrated effort. This entails the complete
cooperation of all departments of the firm.
The implementation of a marketing program nec
essitates that everyone understands these princi
ples. It must be emphasized, however, that
implementation must begin at the top of the firm,
and that there must be a commitment on the part of
all partners before anything will happen at lower
levels. This may require a change in the firm’s organ
izational structure, in its management methods and
in management attitudes.
When developing a marketing strategy, certain
variables must be considered. These may be items
that the CPA can control, such as the type of prod
ucts or services to be offered, the area in which they
will be marketed, the price or fees that will be
charged and what promotional methods will be
used. But thought must also be given to the existing
competitive business situation, the resources and
objectives of the firm, and the total cultural, eco
nomic, legal and political environment. Some of
these are variables over which the firm has little or
no control, but which must be considered when
selecting services so that they will give the firm a
competitive edge.
Tactics to implement your strategy

Don't assume everyone on the staff knows about all
the services the firm offers. You must take steps to
inform your own people as well as prospective cli
ents if service opportunities are not to be missed.
Brochures can be good promotional tools. But to
work, they must get the attention of prospective
clients. They must be sufficiently interesting to
create a desire for the service and induce the reader
to take some action.
The design of a brochure should be straightfor
ward and clean. I lean toward a three-panel de
sign—one that can be folded and carried easily in a
coat pocket. When it’s appropriate, we mail our bro
chure with a client’s tax return.
One of the best and least expensive ways to com
municate with a selected group of clients is through
the use of seminars. Properly conceived, well plan
ned and faithfully executed, such sessions can be a

successful forum for marketing tax services.
The basic considerations in planning a client sem
inar are to first determine its objectives, establish
the conditions that will support these objectives and
develop a timetable. The invitation list should be
carefully prepared. If you just want to present gen
eral information, you can aim at a broad spectrum
of the public. However, if the objective is to market a
specific service, you must target your seminar au
dience carefully. The specific audience invited, its
general age level, etc., must also be considered when
choosing a time and place for the seminar.
Discussion leaders should be selected for their
ability to communicate with the audience and not
because they are the best technicians in the firm.
Good presentation is very important—not just for
the individual speakers, but for every aspect of the
seminar if it is not to result in lost opportunity and a
poor firm image. This means that attention must be
paid to the arrangements, the handout material and
to keeping the proceedings flowing.
Finally, there must be follow up. You must give
people the opportunity to arrange meetings and
make sure that all attendees are contacted by tele
phone a day or so later, and you must measure the
results. Find out where you failed as well as where
you succeeded.
Keep in mind that all firms have clients who can
be targeted for direct marketing approaches. The
ideal time to interest such clients in tax services is
during the tax filing season.
There are always countless occasions available for
giving speeches on tax topics before civic associa
tions, adult education groups and professional so
cieties. Take advantage of these opportunities and
make sure to have literature distributed to the au
dience that not only identifies the subject matter,
but you the presenter and your firm as well. I fre
quently give a 45-minute talk at seminars put on by
a stockbroker friend. I find the attendees at these
seminars much more receptive to tax services than I
initially expected and several substantial fees have
resulted.
Another marketing idea is to write articles for
trade journals and magazines. This is a good way to
establish the fact that you have expertise in a given
area. And don't forget client newsletters. They can
be very helpful in marketing a particular service.
A few other points worth remembering are to keep
your marketing approach simple and easily under
stood, and to make haste slowly—to do one thing
well. Develop specialties in industries and specific
services, etc., and be an avid reader to keep up with
the latest developments. Look through your client
lists for service opportunities.
Other ideas are to hold year-end tax planning
Practicing CPA, May 1984
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Prepared by:
Reviewed by:
Date:____________
Additional Services Reminder
Client
Client #:
Type of engagement (current)

that the good old days are gone and, perhaps, if we
think retrospectively, maybe those good old days
weren’t so good after all. If we adopt the concept
that only market-oriented firms will prosper, and if
we join that group who have wholeheartedly
adopted the marketing concept, then we can com
pete honestly and cost-effectively in the market
place.
—by James H. Wilson, CPA
Bristol, Tennessee

Additional Services to Be Considered:
(circle item no. to be considered—give details
in comment section)

1
2
3
4
5
6
7
8
9
10
11

Income tax planning—corp./personal
Personal financial planning
Estate planning
Pension/profit sharing plan
ESOP
Corporate valuation
Buy/sell agreements
Corporate fringe benefits
State tax study
Investment opportunity schedule
Other:________________________

Comments

Action taken:________________
Describe

Signature

Date

conferences, become involved in personal financial
planning and to use tax season, in general, as a
marketing opportunity. Send out brochures with
the 1040s, and compile and use additional service
reminder sheets, such as the exhibit above. And
keep in mind that some common marketing errors
are trying to move too fast, not having a plan of
attack and not following up.
Whether we like it or not, we CPAs have been
thrust into the marketing arena. How we react in
that arena will determine our future, not only from
a profitability standpoint but also as to our con
tinued existence. Competition is keen and most of us
do not feel comfortable with the aggressive market
ing environment. However, we should face the fact
Practicing CPA, May 1984

Controlling Nonchargeable Time
In order to better control the nonchargeable time of
professional staff, I have developed a system that
utilized our IBM PC and an integrated spreadsheet
program, Lotus 1-2-3. I think the system has merit
in a local firm because it controls the nonchargeable
time by 9:00 a.m. each work day.
We request all staff members to hand in a form by
the first thing every morning that shows their esti
mated chargeable, nonchargeable and total hours
for that day, and the actual number of hours in each
of the three categories for the previous day. A time
report is generated by the computer from this data
which shows the accumulated time and the actual
time for the previous day, plus a recap of all time for
the week and month to date (see exhibit on page 7).
This permits a daily analysis of the projected
chargeable time for the month, once the average
billing rate is determined.
By having this report on my desk by 9:00 a.m., I
only lose one hour of nonchargeable time that I
cannot sell. Accounting for time this way seems to
be a better process than end of month questioning as
to why nonchargeable time is so high. Since re
questing staff to complete this form, our chargeable
time has increased 20 percent.
Basically, we are using the same type of method
that a manufacturing company would use. We can’t
sell time that is already past. We can only sell time
that is available in the future. The system allows us
to assign the most suitable person with the greatest
amount of nonchargeable time to a job. The super
visor of our accounting staff and the tax supervisor
also receive copies of the report. In the event of
unforseen developments, they can then readily iden
tify people with nonchargeable time.
It only takes about three minutes for staff mem
bers to fill in the form at the end of each day, and
about another five minutes for the secretary to gen
erate the report on the computer. Time and cost are
thus minimal but the benefits are substantial.
—by David S. Mork, CPA
Saint Paul, Minnesota
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Daily Worksheet—Mork & Co. Ltd.
Date
Name
Daily data

3-30-84

Monday
Est.
Act.

Tuesday
Est.
Act.

Wednesday
Est.
Act.

Thursday
Est.
Act.

Friday
Est.
Act.

ABC
Chargeable
Nonchargeable
Total hours

4.0
4.0
8.0

4.3
4.0
8.3

4.5
3.5
8.0

4.0
4.0
8.0

5.0
3.0
8.0

6.5
4.0
10.5

5.0
3.0
8.0

5.0
3.0
8.0

3.0
5.0
8.0

3.0
1.0
4.0

DEF
Chargeable
Nonchargeable
Total hours

4.0
4.0
8.0

4.0
4.0
8.0

4.0
4.0
8.0

3.0
4.0
7.0

4.0
5.0
9.0

5.0
4.0
9.0

5.0
3.0
8.0

5.0
3.0
8.0

5.0
3.0
8.0

6.1
3.8
9.9

Chargeable
Nonchargeable

20.0
16.0

20.8
19.5

20.5
19.5

17.0
21.0

19.0
23.0

21.5
22.0

16.0
23.0

17.0
23.0

19.0
20.0

18.8
17.6

Total staff hours
Chargeable part

36.0
0.6

40.3
0.5

40.0
0.5

38.0
0.4

42.0
0.5

43.5
0.5

39.0
0.4

40.0
0.4

39.0
0.5

36.4
0.5

Weekly chargeable
Weekly nonchargeable

429.5
356.4

446.5
377.4

468.0
399.4

485.0
422.4

503.8
440.0

Weekly total hours
Chargeable part to date

785.9
0.5

823.9
0.5

867.4
0.5

907.4
0.5

943.8
0.5

Chargeable

408.70

Prior weeks
Nonchargeable

336.90

Total

745.60

Office

Chargeable
Nonchargeable

2.0
14.0

4.5
11.5

3.0
13.0

3.0
13.0

3.0
13.0

3.0
13.0

3.0
13.0

2.0
14.0

2.0
14.0

3.0
19.0

Total hours
Chargeable part

16.0
0.13

16.0
0.28

16.0
0.19

16.0
0.19

16.0
0.19

16.0
0.19

16.0
0.19

16.0
0.13

16.0
0.13

22.0
0.14

Weekly chargeable
Weekly nonchargeable

55.75
290.25

58.75
303.25

61.75
316.25

63.75
330.25

66.75
349.25

Total hours to date
Chargeable part to date

346.00
0.16

362.00
0.16

378.00
0.16

394.00
0.16

416.00
0.16

Prior week
chargeable

51.25

Prior week
Nonchargeable

278.75

Prior week
Total hours

330.00

Practicing CPA, May 1984
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How to Transfer Client Responsibility

How do you transfer responsibility for a client to a
new, junior partner? This is a question that concerns
many firms and frequently crops up at management
of an accounting practice conferences. The answer,
many practitioners believe, is to have some type of
dual partner responsibility for an interim period.
Then, when the primary responsibility is passed to
the junior partner, it will be a normal transition, not
a traumatic experience.
Sometimes, the method of transfer is determined
by individual senior partners. As Richard A. Beren
son, a New York City practitioner says, “Some will
be very happy to transfer workload and others, who
are very possessive of their clients, will be reluctant
to do so."
Most practitioners agree that the process should
be gradual. Robert L. Carr who practices in Canton,
Ohio says, "We like to introduce the new partner to a
client over a period of time and have the responsible
partner gradually fade into the background so that
the new partner can establish rapport with the cli

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036—8775

ent. We believe this is the most effective way to
preserve the firm’s relationship with the client.”
Daniel S. Goldberg, a Livingston, New Jersey CPA
responds, "All responsibilities for work paper and
financial statement review, billing, engagement
planning, staff scheduling and other related ac
tivities are readily transferred for an existing client
to a new, junior partner. ” Mr. Goldberg says that the
"older” partner will retain involvement with the
client and other related parties (e.g., at conferences,
financial negotiations, etc.) wherever appropriate.
"However," Mr. Goldberg adds, "the ‘older’ partner
will ease himself out of all responsibilities over a
period of time in most—but not in all cases.”
One thing everyone stresses is that it is very im
portant when reassigning responsibilities to be cog
nizant of client sensitivities. Clients resent being
shuffled from one person to another and may con
clude that their work is not important to the firm. As
Mr. Carr says, "Once clients reach that conclusion, it
is only a short time before they find someone else to
service their accounts."

Non-Profit Organization
U.S. POSTAGE
PAID
American Institute of
Certified Public Accountants

